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CASE COMMENT
JUDICIAL MYOPIA: CORRECTING THE SECOND CIRCUIT'S
ANALYSIS IN JOHN WILEY & SONS, INC. v. KIRTSAENG
WITH HISTORICAL AND ECONOMIC LENSES
Tyler LeFevre

INTRODUCTION

Plaintiff-appellee John Wiley & Sons, Inc. (Wiley) publishes
scholarly journals and textbooks for distribution within the United
States.' Through its wholly-owned subsidiary, John Wiley & Sons
(Asia) Pte, Ltd., plaintiff manufactures foreign versions of its U.S.
textbooks to be sold overseas.2 Frequently, the international editions are
identical or similar in content, but differ in quality. 3 With the help of
friends and family in Thailand, defendant-appellant Supap Kirtsaeng
(Kirtsaeng) purchased low-priced international editions of Wiley
publications, shipped them to the United States, and resold them for
profit via commercial websites.4 Plaintiff filed suit in the U.S. District
for the Southern District of New York against defendant for, inter alia,
copyright infringement under 17 U.S.C. § 501." The district court
* J.D. Candidate, May 2014, University of Florida Levin College of Law; B.A.,
Brigham Young University, 2010. I would like to thank my wife for her love and kindness.
1. John Wiley & Sons, Inc. v. Kirtsaeng, 654 F.3d 210, 212 (2d Cir. 2011).
2. Id. In order to produce and distribute books domestically and internationally, Wiley
obtains the copyrights of its books from their authors as a standard practice. Id. at 213 n.6.
3. Id. at 213. The textbooks can differ from the domestic versions in design,
supplemental content (e.g., accompanying CD-ROMs), thinner paper, different bindings,
different cover jacket designs, fewer or no internal ink colors, and lower quality photographs
and graphics. Id.
4. Id. Kirtsaeng sold the books on websites such as eBay.com ostensibly to help pay for
his graduate studies at the University of Southern California. John Wiley & Sons, Inc. v.
Kirtsaeng, No. 08 Civ. 7834 (DCP), 2009 U.S. Dist. LEXIS 96520 (S.D.N.Y. Oct. 19, 2009).
Kirtsaeng's PayPal account showed that he made $1.2 million in revenues. John Wiley & Sons,
654 F.3d at 215. However, the evidence was excluded from the record as "confusing and
unfairly prejudicial." Id.
5. John Wiley & Sons, 654 F.3d at 213-14. Title 17 of the U.S. Code provides, in
relevant part:
Anyone who violates any of the exclusive rights of the copyright owner as
provided by sections 106 through 122 [of the Copyright Act] or of the
author as provided in section 106A(a), or who imports copies . .. into the
United States in violation of section 602, is an infringer of the copyright or
353
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rejected the applicability of the first-sale doctrine and prohibited
defendant from raising it as a defense.6 A jury subsequently found the
defendant liable for willful copyright infringement and awarded
substantial damages to plaintiff.7 The Court of Appeals for the Second
Circuit affirmed the decision of the trial court. 8 HELD, the first-sale
doctrine does not apply to copies manufactured outside of the United
States because interpreting the statutory language, particularly the
words "lawfully made under this title," to exclude copies manufactured
abroad best comports with the U.S. Supreme Court dicta in Quality
King Distributors,Inc. v. L'anza Research International,Inc.9
The Second Circuit's ruling in John Wiley & Sons, Inc. v. Kirtsaeng
potentially forbids the common business strategy of buying authentic
and name-brand goods abroad to subsequently resell them in the United
States for a lower price than their domestic counterparts.' 0 If the Second
Circuit holding survives its pending appeal before the U.S. Supreme
Court, it may even prohibit libraries from lending foreign-produced
media" and incentivize publishers to move their operations overseas.
The purpose of this case comment is to analyze and assess the Second
Circuit's reasoning and its vast consequences through historical and
economic lenses.

right of the author, as the case may be.
17 U.S.C. §501(a) (2012).
6. John Wiley & Sons, 654 F.3d at 214. The first-sale doctrine is also codified in Title
17, which reads, in relevant part:
Notwithstanding the provisions of section 106(3) [of the Copyright Act], the
owner of a particular copy . . . lawfully made under this title, or any person
authorized by such owner, is entitled without the authority of the copyright
owner, to sell or otherwise dispose of the possession of that copy ....
17 U.S.C. § 109(a) (2012).
7. John Wiley & Sons, 654 F.3d at 215. The jury found that Kirtsaeng had willfully
infringed the copyrights of eight Wiley publications and awarded damages of $75,000 per work
(totaling $600,000) to Wiley. Id.
8. Id. at 224.
9. 523 U.S. 135 (1998).
10. Parker A. Howell, Cheaper Watches and Copyright Law: Navigating "Gray
Markets" After the Supreme Court's Split in Costco v. Omega, S.A., 7 WASH. J.L. TECH. &
ARTS 237, 239 (2012). Buying name-brand goods abroad for cheaper and importing them into
the United States to be sold for cheaper than their domestic counterparts is called parallel
marketing and the market for such goods is known as the gray market. Id.
11. Benjamin Hamborg, John Wiley & Sons, Inc. v. Kirtsaeng: The UncertainFuture of
the First-SaleDoctrine, 13 MINN. J.L. Sci. & TECH. 899, 900 (2012).
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I. BACKGROUND

The U.S. Copyright Act provides copyright proprietors with
exclusive control over their works for a limited period of time.1 2
However, the first-sale doctrine delimits those exclusive rights by
enabling any "purchaser of a [work], once sold by authority of the
owner of the copyright, [to] sell it again, although he could not publish a
new edition of it."' 3 The most recent codification of the first-sale
doctrine is found in 17 U.S.C. § 109(a) and states, in relevant part, "the
owner of a particular copy . . . lawfully made under this title, or any

person authorized by such owner, is entitled, without the authority of
the copyright owner, to sell or otherwise dispose of the possession of
that copy . . .4' Unlike previous codifications of the first-sale doctrine,
12. 17 U.S.C. § 106 (2012).
13. Bobbs-Merrill Co. v. Straus, 210 U.S. 339 (1908). In Bobbs-Merrill, the publisher of
a fashionable novel, The Castaway, placed a notice after the title page that read, "The price of
this book at retail is $1 net. No dealer is licensed to sell it at a less [sic] price, and a sale at a less
[sic] price will be treated as an infringement of the copyright." Id. at 341. Disregarding the
notice, Isidore and Nathan Straus, owners and operators of Macy's department store, sold the
book for eighty-nine cents. Id. In endorsing the first-sale doctrine for the first time, the U.S.
Supreme Court held that, since there was no privity of contract between the Straus brothers and
Bobbs-Merrill, the publishing company could not impose post-sale restrictions on the resale
price of their novel. Id. at 342.
14. 17 U.S.C. § 109(a) (2012) provides, in relevant part:
Subject to sections 107 through 122, the owner of copyright under this title
has the exclusive rights to do and to authorize any of the following:
(1) to reproduce the copyrighted work in copies or
phonorecords;
(2) to prepare derivative works based upon the copyrighted
work;
(3) to distribute copies or phonorecords of the copyrighted
work to the public by sale or other transfer of ownership, or
by rental, lease, or lending;
(4) in the case of literary, musical, dramatic, and
choreographic works, pantomimes, and motion pictures and
other audiovisual works, to perform the copyrighted work
publicly;
(5) in the case of literary, musical, dramatic, and
choreographic works, pantomimes, and pictorial, graphic,
or sculptural works, including the individual images of a
motion picture or other audiovisual work, to display the
copyrighted work publicly; and
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which applied to "any copy of a copyrighted work," 5 the current safe
harbor extends only to copies "lawfully made under this title."' 6 It is
unclear whether "lawfully made under this title" aplies to copies of
works manufactured outside of the United States.' This ambiguity
arises out of the apparent tension between section 602(a) of the
Copyright Act, which grants copyright holders extensive control to
direct the circumstances in which their works can be imported into the
United States and the first-sale doctrine of section 109(a), which limits
the ability of a copright holder to control the distribution of a copy
after its initial sale. If the anti-importation provision of section 602(a)
controls instead of the safe harbor of section 109(a), a reseller of foreign
manufactured and copyrighted goods would be unable to invoke the
protection of the first-sale doctrine if she did not have the copyright
proprietor's authorization.
The Supreme Court first addressed this tension between sections
109(a) and 602(a) in Quality King Distributors,Inc. v. L'anza Research
International, Inc. 19 In that case, an American-based manufacturer,
L'anza, sold its hair care products domestically and internationally, but
its price for foreign distributors was much less than it was for domestic
brokers.2 0 Quality King then bought L'anza's products abroad and
resold them in the United States. ' L'anza sued Quality King for
violating their rights to exclusively reproduce and distribute copyrighted
materials in the United States under section 602(a). 22 The Court
unanimously held that the first-sale restriction on producer's power to
control the distribution of their works under section 109(a) does restrict
the scope of section 602 where the products were manufactured
(6) in the case of sound recordings, to perform the
copyrighted work publicly by means of a digital audio
transmission.
17 U.S.C. § 109(a) (2012).
15. Copyright Act of 1909, ch. 320, § 41, 35 Stat. 1075, 1084.
16. 17 U.S.C. § 109(a). Wherein "this title" refers to Title 17 of the U.S. Code; the
Copyright Act. See id.
17. Mark Jansen, Applying Copyright Theory to Secondary Markets: An Analysis of the
Future of 17 USC § 109(a) Pursuant to Costco Wholesale Corp. v. Omega S.A. I (Oct. 2011)
(unpublished Comment) (on file with the Santa Clara University School of Law system),
availableat http://works.bepress.com/markJansen/1/; see generally Quality King Distribs., Inc.
v. L'anza Research Int'l, Inc., 523 U.S. 135 (1998).
18. John Wiley & Sons, Inc. v. Kirtsaeng, 654 F.3d 210, 217 (2d Cir. 2011).
19. 523 U.S. 135 (1998).
20. Id. at 140. L'anza's prices for foreign distributors were 35% to 45% lower than the
prices it charged to domestic distributors. Id.
21. Id.
22. Id. L'anza claimed Quality King had breached their rights under 17 U.S.C. §§ 106,
501 & 602. Id.
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domestically. 23
The Quality King opinion, however, did not decide whether the firstsale doctrine applies to copies produced overseas. 24 Three circuit courts
have addressed the confusing intersection between sections 602(a) and
109(a) and each has come to a different interpretation of the phrase
"lawfully made under this title." In Sebastian Internationalv. Consumer
Contacts, the Third Circuit held that sections 109(a) and 602(a) can be
read harmoniously in light of policy considerations and legislative
history.2 5 In other words, the Third Circuit held that "lawfully made
under this title" means "consistent with" the Copyright Act.26 The court
added that it did not believe extending copyright owners' monopolies
was the appropriate way to enforce companies' international price
discrimination schemes.
The Ninth Circuit arrived at a different conclusion in Costco
Warehouse Corporation v. Omega, S.A. 28 In that case, Omega, S.A.
manufactured a series of watches in Switzerland and affixed them with
a copyrighted "Omega Globe Design." 29 Through a sequence of
transactions, the watches were imported into the United States and were
eventually procured and sold at Costco stores to California retailers. 30
Omega sued Costco for infringing on its exclusive rights to import
copies of its watches. 3 1 The Ninth Circuit interpreted "lawfully made
under this title" to apply to copies either "manufactured on United
States soil or manufactured abroad and then sold with the copyright
owner's approval at least once after arriving on United States soil." 32
The Supreme Court subsequently affirmed the Ninth Circuit's decision
23. Id. at 145. In so ruling, the Court rejected the assertion by the Ninth Circuit in BMG
Music v. Perez that to apply the first-sale doctrine of section 109(a) would render section 602
meaningless. 952 F.2d 318 (9th Cir. 1991). The L'anza Court explained that the meaning of
"lawfully made" in section 602(a) is broader than the meaning of "lawfully made under this
title" in section 109(a). Samuel Brooks, Note, Battling Gray Markets Through Copyright Law:
Omega, S.A. v. Costco Wholesale Corporation, 2010 BYU L. REV. 19, 25 (2010). The language
of section 602 encompasses also those works that are lawfully made, not under the U.S.
Copyright Act, but under the laws of some other country. Id.
24. Quality King, 523 U.S. at 154 (Ginsburg, J., concurring) ("This case involves a
'round trip' journey, travel of the copies in question from the United States to places abroad,
then back again. I join the Court's opinion recognizing that we do not today resolve cases in
which the allegedly infringing imports were manufactured abroad.").
25. Sebastian Int'l, Inc. v. Consumer Contacts (PTY), Ltd., 847 F.2d 1093, 1097 (3d Cir.
1988).
26. See id. at 1099.
27. Id.
28. Omega, S.A. v. Costco Wholesale Corp., 541 F.3d 982 (9th Cir. 2008).
29. Id at 983.
30. Id. at 984.
31. Id.
32. Id. at 989.
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by an equally divided court. 33
II. THE INSTANT CASE: JOHN WILEY & SONS

v. KIRTSAENG

Amidst this uncertain milieu, the Second Circuit came to yet a third
interpretation of section 109(a) in John Wiley & Sons, Inc. v. Kirtsaeng.
Like the Omega case, the question before the Wiley court was whether
the current codification of the first-sale doctrine applies to works
manufactured abroad.34 The court of appeals concluded that the text of
section 109 5a) was simply too ambiguous to necessitate a determination
either way. The court determined that "lawfully made under this title"
could plausibly mean manufactured in the United States or it could
mean subject to protection under this title.3 6 Turning away from the
textual argument, the court relied heavily on two pieces of dicta from
the Supreme Court's opinion in Quality King to support its ruling.37
In Quality King, the Court suggested that section 109(a) does not
apply to "copies that are lawfully made under the law of another
country."38 The Court in Quality King further hypothesized in dicta that
the first-sale doctrine would not apply to copies manufactured in Britain
under exclusive British rights, but it would apply to copies produced in
the United States with American exclusive rights. 39 The Second Circuit
assumed the operative difference in the illustration was the place of
manufacture and not the law under which exclusive rights were
obtained.40 Without any meaningful analysis of legislative history or
policy considerations, the court of appeals held that section 109(a)
applies "only to works manufactured domestically" 4 1 because, in their
view, such a reading best comports with Supreme Court dicta in Quality
King.42

33. Costco Wholesale Corp. v. Omega, S.A., 131 S. Ct. 565 (2010).
34. Omega, 541 F.3d at 983.
35. John Wiley & Sons, Inc. v. Kirtsaeng, 654 F.3d 210, 220 (2d Cir. 2011).
36. See id.
37. See id. at 217-18, 221.
38. See id. at 218 (citing Quality King Distribs., Inc. v. L'anza Research Int'l, Inc., 523
U.S. 135, 148-49 (1998)).
39. See id. (citing Quality King, 523 U.S. at 148).
40. Id. In assuming that the operative difference in the Quality King dictum was the place
of location rather than the laws under which exclusive rights were obtained, the Wiley Court
made the same mistake that the Ninth Circuit had made in Omega. See Brooks, supra note 23, at
19, 31-32 (2010).
41. Quality King, 523 U.S. at 145.
42. Wiley & Sons, 654 F.3d at 221.
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III. ANALYSIS
Rather than rely on uncertain dicta from Quality King, the Second
Circuit should have looked to legislative intent and policy concerns for
guidance in interpreting section 109(a) of the Copyright Act.43 In the
United States, the principal justification for copyright law has been the
belief that the intangible assets of innovation would be under-produced
without copyright law due to insufficient incentives to produce.44 The
Copyright Clause of the U.S. Constitution embraces this philosophy by
empowering Congress to "promote the Progress of Science and useful
Arts, by securing for limited Times to Authors and Inventors the
Exclusive Right to their Respective Writings and Discoveries." 4 5 The
Second Circuit did not abide by the spirit of the Copyright clause and it
overlooked the time-honored rule that statutes are to be interpreted with
a "presumption favoring the retention of long-established and familiar
principles, except when a statutory purpose to the contrary is evident." 46
Upon initial endorsement of the first-sale doctrine, the Supreme
Court rejected the notion that the historical purpose of copyright law
was to vest the perpetual exclusive rights to production and distribution
in the copyright owner. Rather, the Court held that copyright statutes,
43. The principal purpose of statutory construction is to determine and give effect to the
intent of the enacting legislature, Congress. United States v. Am. Trucking Ass'ns, 310 U.S.
534, 542 (1940).
44.

See ROBERT P. MERGES ET AL., INTELLECTUAL PROPERTY IN THE NEW TECHNOLOGICAL

AGE 385 (rev. 4th ed. 2007). Philosophers and legal scholars have posited a number of ethical
justifications for copyright law and policy. For example, in Germany, copyright law is chiefly
based on the deontological idea that copyrightable works are extensions of the author's
personality and that, as such, the author has a natural right to some control over those works. See
Institute of European and Comparative Law of the University of Oxford, Copyright Law
(Urheberrechtsgesetz, UrhG) Sept. 9, 1965, art. 11 pmbl., translatedat http://www.iuscomp.org/
gla/statutes/UrhG.htm ("Copyright shall protect the author with respect to his intellectual and
personal relationship with his work, and also with respect to utilization of his work."). Because
copyrights in Germany are seen as natural rights flowing from the creator's personality, there is
no corporate copyright protection in Germany. See id. art. 7.
45. U.S. CONST. art. I, § 8, cl. 8. On August 18, 1787, South Carolina's delegate at the
Constitutional Convention, Charles Pinckney, originally proposed that Congress be given the
power "to secure to authors exclusive rights for a limited time." James Madison, Notes of
Debates in the Federal Convention of 1787, available at http://www.nhccs.org/dfc-08 18.txt.
James Madison made two other proposals that same day regarding copyrights: "to secure to
literary authors their copyrights for a limited time" and "to encourage, by proper premiums &
Provisions, the advancement of useful knowledge and discoveries." Id. The proposals were
referred to the Committee of Detail who reported back on September 5, 1787 to report the
language of the Copyright Clause ultimately included in the Constitution of the United States.
Id.
46. Isbrandtsen Co. v. Johnson, 343 U.S. 779, 783 (1952) (internal quotations omitted);
Samantar v. Yousef, 130 S. Ct. 2278, 2289 n.13 (2010); see also Microsoft Corp. v. i4i, Ltd.
Partnership, 131 S. Ct. 2238, 2245-46 (2011).
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"while protecting the owner of the copyright in his right to multiply and
sell his production, do not create the right to impose . . . a limitation at

which the [work] shall be sold at retail by future purchasers, with whom
there is no privity of contract."4 7
The legislative history also overwhelmingly supports an
interpretation of section 109(a) that extends to foreign-manufactured
works.4 8 When Congress passed the current version of section 109(a) in
1976, they did not intend to change the scope of the first-sale doctrine
as "established by the court decisions and section 27 [of the previous
Copyright Act]."4 The prior Copyright Act explained that Congress
thought it "most unwise to permit the copyright proprietor to exercise
any control whatever over the article which is the subject of copyright
after said proprietor has made the first sale."50 Until very recently, case
law uniformly endorsed the application of the first-sale doctrine
regardless of a copy's place of manufacture.5 In ruling to the contrary,
the Second Circuit rewrites the statute to be what it is not.52 The court of
appeal's holding is inconsistent with the legislative intent behind
American copyright law because it unnecessarily opens up a loophole
through which copyright holders can outsource manufacturing overseas
and, thereby, impose vast post-first sale restraints on consumers.53
47. Bobbs-Merrill Co. v. Straus, 210 U.S. 339, 350 (1908).
48. The Wiley & Sons ruling "undoes 150 years of common and statutory law
establishing that the rightful owner of a physical copy of a work can dispose of that copy as he
or she wishes." Brief for Public Knowledge et al. as Amici Curiae Supporting Petitioner at 11,
John Wiley & Sons, Inc. v. Kirtsaeng, No. 11-697 (U.S. Jan. 5, 2012); see also Sebastian Int'l,
Inc. v. Consumer Contacts, Ltd., 847 F.2d 1093, 1096 (3d Cir. 1988) ("The first sale rule is
statutory, but finds its origins in the common law aversion to limiting the alienation of personal
property.").
49. H.R. REP. No. 94-1476, at 79 (1976). Congress understood section 109 to "restate[]
and confirm[]" the traditional first sale doctrine. Id. at 79; S. REP. NO. 94-473, at 71 (1975).
50. H.R. REP. No. 60-2222, at 19 (1909).
51. Brief of 25 Intellectual Property Law Professors as Amici Curiae in Support of
Petitioner at 12, John Wiley & Sons, Inc. v. Kirtsaeng, No. 11-697 (U.S. July 9, 2012); see also,
e.g., Sebastian Int'l, 874 F.2d at 1096; John D. Park & Sons Co. v. Hartman, 153 F. 24, 39 (6th
Cir. 1907) (stating that limitations on downstream resale of personal property "offend[s] against
the ordinary and usual freedom of traffic in chattels."); Sexton v. Wheaton, 21 U.S. 229, 242
(1823) (stating that a man "may make any disposition of [personal property] which does not
interfere with the existing rights of others."); Aaron Perzanowski & Jason Schultz, Digital
Exhaustion, 58 UCLA L. REv. 889, 909-14, 929-31 (2011).
52. Commodity Futures Trading Comm'n v. Schor, 478 U.S. 833, 841 (1986) ("[T]his
court ... will not carry [statutory construction] to the point of perverting the purpose of a statute
... or judicially rewriting it.") (internal quotations removed).
53. For example, offshore manufacturers could dictate resale prices of their goods,
segregate commercial and non-commercial or rich and poor buyers, or dictate the exact
conditions under which a downstream resale could be made. See Herbert Hovenkampal, PostSale Restraints and Competitive Harm: The FirstSale Doctrinein Perspective,66 N.Y.U. ANN.
SuRv. Am. L. 487, 488 (2011).
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Because copyright law potentially applies to literature, art, and any
good affixed with a copyrightable feature, 54 the Second Circuit's
decision poses enormous detrimental consequences for consumers. The
court's ruling in Wiley potentially allows foreign manufacturers to
prohibit Americans from renting books from libraries or friends, to set
the resale prices and circumstances under which a resale is permitted,
and to price discriminate against American students5 5 and consumers.
Such post-sale restrictions could devastate major companies like Netflix
and eBay, small companies nationwide, and charities like the U.S.
Marines' Toys for Tots Foundation. Copyright seeks to balance the
concomitant policy interests of incentivizing creation of literature and
art while affording broad public access to intellectual content. 56 But,
under the Wiley court's ruling there would be virtually no balance
because manufacturers could easily move their operations overseas and
restrict access to works for a century in order to maximize profit.
Most creators of copyrightable work, for example, authors, artists,
and musicians, are individuals or small teams who have diminishing

54.

[C]ommercial labeling is clearly copyrightable . . . it has been recognized
that the "danger lurking in copyright protection for labels is that the tail
threatens to wag the dog-proprietors at times seize on copyright protection
for the label in order to leverage their thin copyright protection over the
text" . . . on the label into a monopoly on the typically uncopyrightable
product to which it is attached.

SmithKline Beecham Consumer Healthcare, L.P., v. Watson Pharm., Inc., 211 F.3d 21, 29 n.5
(2d Cir. 2000). In Omega S.A. v. Costco Wholesale Corp., watches affixed with an "Omega
Globe Design" were protected under the U.S. Copyright Act. 541 F.3d 982, 983 (9th Cir. 2008),
aff'd by an equally divided court, Costco Wholesale Corp. v. Omega, S.A. 131 S. Ct. 565
(2010). However, upon remand, the district court Judge Terry Hatter found for Costco holding
that Omega's application of copyright law to watches was a misuse of copyright law. Omega
S.A. v. Costco Wholesale Corp., No. 04-05443, slip op. (E.D. Cal. 2011) ("Omega concedes
that a purpose of the copyrighted Omega Globe Design was to control the importation and sale
of its watches containing the design, as the watches could not be copyrighted. Accordingly,
Omega misused its copyright of the Omega Globe Design by leveraging its limited monopoly in
being able to control the importation of that design to control the importation of its Seamaster
watches."). The Ninth Circuit will rehear the case on the subject of copyright "misuse" in 2012.
See Omega S.A. v. Costco Wholesale Corp., No. 11-57137 (9th Cir. 2012).
55. A 2005 report by the U.S. Government Accountability Office found that college
textbook prices have risen 186% in the last 20 years, more than twice the rate of inflation. Brief
for Public Knowledge et al. as Amici Curiae Supporting Petitioner at 9, John Wiley & Sons, Inc.
v. Kirtsaeng, No. 11-697 (U.S. Jan. 5, 2012); U.S. Government Accountability Office, College
Textbooks: Enhanced Offerings Appear to Drive Price Increases (July 2005), available at
http://www.gao.gov/assets/250/247332.pdf.
56. See United States v. Paramount Pictures, 334 U.S. 131, 158 (1948); see also MERGES
ET AL., supra note 44, at 13 n.71 (rev. 4th ed. 2007). The overarching goal of copyright law and
policy is to stimulate intellectual and artistic creativity for the general public good. Twentieth
Century Music Corp. v. Aiken, 422 U.S. 151, 156 (1975).

JOURNAL OF TECHNOLOGY LAW& POLICY

362

[Vol. 17

marginal utility for wealth. Accordingly, the Supreme Court has held
that limiting copyright holders' monopolies at the first sale is best
because "[t]he owner of the copyright [has already sold] copies of the
[work] in quantities and at a price satisfactory to it." Although the
Second Circuit's ruling gives foreign manufacturers higher profits, it
does little to incentivize creation of novel works and a lot to hinder
public access to literary and artistic works. The holding also drives
manufacturing jobs and tax revenue out of the United States. Refusing
to extend the first-sale doctrine to foreign manufactured goods means
that international goods receive greater copyright protection than
American made works.59 Allowing internationally produced works to
escape the limitations of section 109(a) increases transaction costs of
commerce because purchasers of items within the United States would
be forced to research whether the good at issue was first sold abroad or
risk potential fines and criminal liability.

IV. CONCLUSION

The Second Circuit adopted an overly narrow interpretation of the
57.

Jeremy Bentham, PannamonialFragments,in THE WORKS OF JEREMY BENTHAM 228

(J. Bowring ed., 1962). An example of diminishing marginal utility might be a hungry law
student's yearning for cake:
Kind Neighbor: "Would you like a slice of cake?"
Hungry Law Student: "Yes, please!"
Kind Neighbor: "Another slice?"
Hungry Law Student: "Well ... sure ... I can do one more."
Kind Neighbor: "Would you like another slice?"
Hungry Law Student: "No thank you. I couldn't. I am full."
Id. With each slice of cake, the desire for another slice decreases. Humans generally have
diminishing value for money. Unlike individuals and small groups, economic theory generally
models firms as profit maximizers. See GREGORY MANKIW, PRINCIPLES OF ECONOMICs 260-61

(6th ed. 2012). As long as there is profit to be made, we assume companies will continue
supplying goods or services. Id. Incentives to create will increase with more copyright
protection; however, the main purpose of copyright law, according to the Constitution, is to
promote public welfare. As the Internet and other networking technologies decrease the costs of
publishing and dissemination of copyrightable work, presumably, the incentives to create will
not need to be as high because the costs are lower.
58. Bobbs-Merrill Co. v. Straus, 210 U.S. 339, 351 (1908).
59. Parfums Givenchy, Inc. v. Drug Emporium, Inc., 38 F.3d 477, 482 n.8 (9th Cir.
1994); see also Omega, S.A. v. Costco Wholesale Corp., 541 F.3d 982, 989 (9th Cir. 2008) ("A
U.S. copyright owner . . . would be unable to exercise distribution rights after one lawful,
domestic sale . . . but . . . the same owner could seemingly exercise distribution rights after the

tenth sale in the United States of a [good] made [overseas].").
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first-sale doctrine as embodied in 17 U.S.C. § 109(a) when they held
that section 109(a) does not apply to works produced outside the
territory of the United States.6 0 In Wiley, the court of appeal's correct!Xy
noted that "the relevant text [of section 109(a)] is simply unclear."
However, the court's view beyond the four-corners of the statute
exhibits telltale signs of judicial myopia. Without taking any
meaningful notice of the philosophy of copyright law, legislative
history, or glaring policy concerns, the Second Circuit came to its
holding through a misapplication of uncertain dicta. 62 The appellate
court's reading goes directly contrary to legislative and judicial history
and it has absurd policy consequences that cut clearly in favor of
extending the first-sale doctrine to apply to works manufactured
overseas.

60. See John Wiley & Sons, Inc. v. Kirtsaeng, 654 F.3d 210, 224 (2d Cir. 2011). An
interesting question of law might arise if a copyrighted work was manufactured in a place like
Guantanamo Bay, Cuba, or in an occupied territory outside of United States, e.g., a war zone,
and subsequently imported into the United States for resale against the wishes of the copyright
holder. The Supreme Court has ruled that Guantanamo Bay, while technically outside the
sovereignty of the United States, is part of American territory for at least some legal purposes.
Rasul v. Bush, 542 U.S. 466, 471-73 (2004); but see id. at 500-01 (Scalia, J., dissenting) ("The
Court does not explain how complete jurisdiction and control without sovereignty causes an
enclave to be part of the United States for purposes of its domestic laws.") (internal quotation
marks omitted).
61. Wiley& Sons, 654 F.3d at 220.
62. See supra Part II. In Quality King, the Supreme Court ruled out the possibility that the
addition of the phrase, "lawfully made under this title" to section 109(a) limited the broadscope
of the first-sale doctrine. Quality King Distribs. v. L'anza Research Int'l, Inc., 523 U.S. 135, 152
(1992). Yet, the Second Circuit narrowed the scope of section 109(a) from its previous
codifications. Indeed, Quality King Court never mentioned or spoke to the place of manufacture.
See id. The Quality King dicta refer to those who do not have U.S. copyrights at all and
produced the goods under the laws of another sovereign nation. Id.
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